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SUBJECT: EPC DISCUSSION OF GERMANY AND JAPAN 

1 . EPC DISCUSSION SUGGESTS U'S' WILL NEED TO CONTINUE 

TO PRESS BOTH GERMANY AND JAPAN FOR FURTHER ACTION TO 
FULFILL SUMMIT COMMITMENTS. 

2. TIETMEYER EXPRESSED CONFIDENCE THAT GERMANY WOULD 
FULFILL ITS SUMMIT TARGETS AND REITERATED THE PLEDGE 
TO DO MORE IF NECESSARY, BUT HE MADE GREAT POINT ABOUT 
INABILITY OF ANY GOVERNMENT TO FULFILL GROWTH RATE 
TARGET TO "DECIMAL POINT". EARLY IN HIS INTERVENTION 

HE DESCRIBED GERMANY’S SUMMIT COMMITMENT AS "4-L/2 TO 
5 PERCENT", BUT HE CONCLUDED HIS COMMENT WITH 
REFERENCE TO "4 TO 5 PERCENT". WHILE TIME FRAME OF 
THE REFERENCE TO "4 TO 5 PERCENT" WAS VAGUE (HE MAY 
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HAVE BEEN REFERRING TO 1978), HE PASSED OFF MY EFFORT 
TO OBTAIN CLARIFICATION BY REITERATING HIS COMMENT 
THAT THE COMMITMENT SHOULD BE MORE IN TERMS OF THE 
RANGE AND DIRECTION THAN OF PRECISE NUMERICAL FIGURE. 

3. ALTHOUGH TIETMEYER DID NOT CONTEND THAT GERMAN 
GROWTH SHOULD BE EXPORT LED, HE DID ARGUE THAT, GIVEN 
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THE STRUCTURE OF THE ECONOMY, SUSTAINED GROWTH OF 
DOMESTIC DEMAND WAS NOT FEASIBLE WITHOUT SOLID EXPORT 
DEMAND AS WELL. HE SAID GOVERNMENT HAD RECENTLY TAKEN 
SEVERAL SMALL EXPANSIONARY STEPS, INCLUDING CHANGES IN 
TAX POLICY NOW BEING DEBATED IN BUNDESTAG AND MEASURES 
TO INCREASE APARTMENT CONSTRUCTION BY 80 TO 90 THOUSAND 
UNITS, IN FULFILLMENT OF SUMMIT COMMITMENTS. 

4. IT SEEMS CLEAR THAT GERMANS WILL WAIT UNTIL LATER IN 
THE YEAR TO DECIDE WHETHER MORE ACTION THAN NOW UNDER 
WAY IS REQUIRED TO FULFILL COMMITMENTS. WHATEVER THEY 
DO. THE IMPACT WILL NOT COME UNTIL 1978. IN PRIVATE 
CONVERSATION, TIETMEYER INDICATED ADDITIONAL TAX CUTS 
MIGHT BE MADE IF ECONOMIC STATISTICS IN NEXT FEW MONTHS 
ARE NOT GOOD. (HE INDICATED THIS WAS NOT YET A 
GOVERNMENT POSITION.) REALISTICALLY, THEREFORE, I 
BELIEVE WE SHOULD BEGIN FOCUSING OUR EFFORTS ON 1978, 

WHERE SECRETARIAT FORESEES EVEN SLOWER RATE OF GERMAN 
GROWTH THAN IS NOW IN PROSPECT FOR 1977. 

5. IAPANESE CONTINUED TO INSIST THEY WILL MEET THEIR 
6.7 PERCENT GNP TARGET IN FISCAL YEAR ENDING MARCH 78, 

BUT WERE VERY CAREFUL TO AVOID ANY FORECASTS FOR 1978. 

WE COULD NOT, HOWEVER, GET CLEAR ANSWERS TO PROBING 
ABOUT COURSE OF DOMESTIC DEMAND WHICH SHOULD BE GROWING 
FASTER RATE THAN OVERALL GNP IF CURRENT ACCOUNT SURPLUS 

IS TO BE REDUCED. WITH RESPECT TO CURRENT ACCOUNT. 
MATSUKAWA SIMPLY SAID THAT IAPAN EXPECTED ITS POSITION 
TO REACH "EQUILIBRIUM OR CLOSE TO EQUILIBRIUM" BY THE 
CONFIDENTIAL 

CONFIDENTIAL 

PAGE 03 PARIS 17576 15141 1Z 

END OF THE FISCAL YEAR. PRESUMABLY BY "EQUILIBRIUM" 

HE MEANT ZERO BALANCE ON CURRENT ACCOUNT. FOR YEAR 
AS A WHOLE, IAPANESE CLEARLY EXPECT SIZEABLE SURPLUS. 
MATSUKAWA ALSO SAID HE DID NOT EXPECT THE 
APPRECIATION OF THE YEN TO CONTINUE FOR VERY LONG OR 
TO GO VERY FAR. 

6. IN THE IAPANESE CASE IT SEEMS CLEAR WE WILL NEED 
TO KEEP REITERATING THE IMPORTANCE OF ACTIONS TO 
EXPAND DOMESTIC DEMAND AS WELL AS OF SPECIFIC MEASURES 
TO INFLUENCE CURRENT ACCOUNT. OUR SUGGESTIONS FOR 
SPECIFIC MEASURES TO PROMOTE CURRENT ACCOUNT SWING 
ELICITED A PROMISE TO STUDY, BUT NOTHING MORE. 

KATZ 
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